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5. lass Deweloped Couptriss - Sov aid mainly aredits - sccompenisd
by itrade offers or expression of willingness to trade

Sime of Hloo moaem (1954 to date)

{e) Zotel.Hloc credite sod grants - $2.2 billion extended
to 18 countries -~ tut 9 countries receiwed 97 percent

1) $1.4 bdllion
B 50,7 *

C. Chima $0.1 *
of vhich mililary gredits total $482 million
ussR £125 smilllon
Csech 312 *
Csech and
Pland $45 * (Indonosin)
{b) irsde sxmnaion - Bloc trade with 9 mjor reciplents
of aid ineveesed 400 percent since 195,
Trade with Egypt - 400 peroent ine simce 1953; Syris -~
£)0 pergent inc since 1953
ISR trede with undsrdeveloped aress up 5005 sinoe 1953
(o) Teshmicians ~ Bloc ec tecimiciane in underdev countries
in 1958 - 2,195; mil specialists 1,390
1,508 =il perscnmel from ppdsriey comnirias treined
in Bloc since 1955
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{v) Ry

Indonesia ~ alvil wr - imd [loc respones to
srme request, $45 mll equimment, inclwding air-
ovralt, contracted for

Yomen -~ designe on Aden, haresw PBr. along border
Lgypt - Israeli tezsions and Arad netionalism
istin Awerica -~ s0 depression, politiscal tnsta-

countries
{2) Iow ivterest rate, 2} purcent; 12 yr repeyment period
(b} Willing topmrovids projects loeal leaders went regerd-

lesg of thelr ec fessibility

Iamen ~ $15 million from Sovista for port
development at Rap &1 Ebetid not
Juntified Ly shipping

Afghap ~Bekery st Kabul-ssrgioal ec fessibility,
ut loeal fnterest
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{c) Speed o:mmmm Ema., am;. Indoneais

{d) Dypmes foreign ourrency shortage; now even "local
currency” aid on eredit - ifghsnisten

{e) Technicel training in uee of mechimery - Twrkey,
Indie

(t) Gifts - Ceylom, Cembodia, Egypt, Fepal

(s} 12 yeor period short

(b) Commitment of future exports, diverts treds, loss
of flexibility in parchesing patiern of recipient -
Egypt (368 trade with Bloe 1957 from 138 in 1955;
53% cotton exporta to Hloe in 1957 marketing season;
29 percent 1955 season)

{e) Quality of goods ot alwmys acoeptable - Syria
retarnsd Soviet wehicles

(@) Hloe re-export of goods - Egyptian cotton; Turkish
toleseo

{e) lurge ares of uncertsinty ebout burden of repaymente-
Frices of goode in repaymsnt and percent repryment in
hard currency left to lster bergaining

{£) Continuanve of aid unpredictable ~ Jugoslavia, Jsreel,
Tapen

{g) Bloe blunders - Durms - cemsnt - poor plamning

5. gn - sid and trade

offers to sountriss allisd to lest - o motable suecsse but
peraisient efforts
Examplen: OGreece, Irsn, Fakistan
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~ parchage mechinery

for consmmer industries, chemicals, plastics, symthetic

fibers

{(a) $12 willion wschinery from Xrupp for mrodwtion
artificial Tibers

(b) $28 millfon tive factory from X

(o) $14 million cement plant from France

(2) Ee wtiwmtion - relstsd to plens expand conmzer
industries, but chemionls rved induetrisl use
(b} Rl motivetion - mopagands, help U8 out of recession

sxih aaies ~ to pey for inoressed imports, Soviet export-
souniries already reveiviag Bloo sld or offers of aid -
tin (Barse, Indonasis); petroleum (Yran)
111. Gomnlunion
Soviet foreign aid progrsm mjor tool of Sovist foreign poliey,

influence in Free World and underwine Western position
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Background Notes

II. KNature of Aid Program

1. 2ige
1 (a) Breakdown of mil:maycredits (#US million)
USSR - §25-Afghanistan; $100-Syria

Cgechoslovakia - §250-Egypt; $10-Yemen; $45-Syria;
$7-kfghanistan

Czechoslovakia and Poland - $45 (estimated)-Indonesia

1 (v) 2 major ald recipients
Also heavy traders with Bloc, Afghanistan, Burma, Ceylon,
Egypt, India, Indonesia, Yugoslavia, Yemen, Syria

1 (c)

from L counirles

Egypt, Afghanistan, Syria and Indonesia

area of training within Bloc: USSR-545, Foland-325
Czechoslovakia-435, B.G.-3

2. Opportunistic Folicy
2 (a) Sudan
#14-1957 Sudan experiencing cotton marketing difficulties-
exports off due to artificially high price-Sovists made
token purchase, followed up with offer to increase
purchases and provide economic ajd-offer rejected and
Sudan temporarily coped with problem by lowering price.

Persistent Soviet offers softened Sudanese resistance-
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now agreed to enter negotiations for economic assistance
and barter trade agreement

Latin America

Argentina, Brazil, Urugusy difficulties selling principal
export crops-large petrolsum requirements but shortage

of foreign exchangs to buy from traditional western
supplisrs-Sovists offered supply petroleum, accept
commodities in return-azll but Brasil accepted offer and

appears it will follow suit

Egypt - mission to USSR in Hovember 1957, general
agreement signed Jamary 1958, Sovist specialists
arrived to discuss projecis within next few months

Afghanistan - Bulganin and Khruschev made offer of $100
million credit during visit December 1955, agreement
signed January 1956, Soviet technicians sent soon
thereafter to discuss projects to be undertaken

Indonesip - shopping mission visited Eastern Europe
within 3 months arms began arriving, Sovists
supplied ships for interrupted interisland trade
promptly within 2 weeks from time of request.

12 received from USSH alresdy, Foland also to

: supply scime
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3 {e)

Construction of Naghlu hydreelectric rroject under Sovist
credit delayed due inelastic local money supply and fear
of inflation, Scviets now agreed to send machinery, con-
sumer goods and steel for sale on local market, chargeable
to $100 million credit, local currency generated by sale
to be used to cover local coste of project

Soviets to train Turks in USSR to operate glass factory
tabebnﬂtm}yaarcraditfmm;mrlﬂom‘g
being trained in steel technology in USSR for future work
at Bhilai

Gifts

Commnist China grant to Cambodia - $22.4 million

316 million grant to Ceylon for rubber replanting

Soviet Union gift of hospital to Afghanistan also Cambodis
Soviets sent medical supplies to Egypt at time of Suez crisis

4o Heasons for Western Caution

4 {a)

Centinuance of aid unpredictable

Tugoslavia - Soviets postponed $245 mdllion in credits,
obvicus act of reprisal for Yugoslavia's
independence on ideological matters-falseness
of “no strings™ protestations, Soviets maintain,
however, they are willin;j to provide goods on
strietly commercial bacii

- T —
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Soviets cancelled without indemmification
coniract to supply oil after Israeli-Egyptian
conflagration of 195é-economic agreements
subject to diplomatic demarches, posaibility
of similar Soviet action in future since Soviet
diplomacy subject so many unpredictable s tactical
shifts

Communist China also playing politics with
esconomic weapons-to embarrass and undermine
Kishi government-abrogsted $197 million trade
agreemsent, refused renew annual trade accord,
cancelied $.5 billion steel trade agreement-

trying to put economic squeese on Japan

gresce - in newspaper intarview Khruschev recently proposed

expanded barter trade-appealed to Greeks having difficulty

marketing sgricultural producta-nc need for Gressce use

scarce dollars obtain machinery and squiment, Soviets

will provide in return for agricultural commodities
Pakigtan - cotton marketing difficulties (already led to barter

deal with Commmist China-cotton for coal), inflation,

high milirphy budget, Soviets offering aid, developmental

assistance
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Iran - since 195§ persistent Soviet offers of large-scale
econcmic 'aid, Iran not accepted but has entered into
spacific agreemente with Sovist Union as result of
improved relations {joint surveys of border rivers
with view to dewelopment of irrigatica potential,
transit sgreement) Sovist offers continue

Turkey - inflstion, large foreign debl, requirements for
anbitious development schemes, shortage for exchange,
conditions in last four years diverted substantial
trade to Bloc (18% in 1957) - recent discusaions con-
cerning Sovist offer of $250 million in aid-recent bid
in "lgvestia™ for expanded t{rade-according to paper
"bogui® Soviet threat created by Turkey's western
allies who impose unnecessary miliTARYexpenditures
on Tarkey, this bleeding Turkey economy and cause of
econcic preblens
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